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Directors’ Report
For the six months ended 30 September 2001

These accounts cover a six month period to facilitate a change in accounting date to
30th September each year,

The directors present their annual report on the affairs of the company, together with the accounts
and auditors’ report for the period ended 30 September, 2001.

Statement of directors’ responsibilities

United Kingdom company law requires the direciors to prepare accounts for each financiaj period which give a true
and fair view of {he state of affairs of the company as ai the end of the financial period and of the profil or loss of the company for

that period. In preparing those accounts, the directors are required to:
. select suitable accounting policies and then apply them consistently
. make judgements and estimates that are reasonable and prudent;

*  state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the accounts; and

+  prepare the accounts on the geing concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reagonable
accuracy at any time the financial position of the company and enable them to ensure that the
accounts comply with the Companies Act 1985, They are also responsible for safeguarding the

assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

Principal activity

The principal aclivity of the company comprises the manufacture, sale and service of electron
microscopes and related components and assemblies.

Business review

During the period, the company continued to build on the recent success of its product

range, launched two years previously. The continued successful acceptance of this product range in
the market, combined with overall market growth for the full range of the company’s products,
contributed to a sustained financial performance over the half year.

The directars expect the general level of the company's trading activities to hold steady

and are confident concerning the company’s future prospects. They acknowledge there may
be a general downturn in the market following the events of September 11th. They continue
with the investment in product inncvation and their adoption of measures aimed at
continued strengthening of the competitive position of fhe company within its markets.

The company is committed to maintaining its significant research and development activities which have

resulted in the introduction of significant new products recently as well as in the overall enhancements to
existing products. Research and development projects cusrently exist within all product areas.
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Directors’ Report (continued)

Results and dividends

The profit for the period, after taxation, amounted to £1,493,000 {2000; loss of £116,000).
No preference dividend has been accrued (2000: £150,000 representing 6p per preference share),

On 1 Aprii 2001, the directors resolved to declare the payment of a preferential dividend on the preference
shares amounting to £825 000, the full amount of the accumulated but unpaid dividends arising on the

preference shares as of 31 March 2001 (See note 8).

Directors

The directors of the company at the date of the signing of the accounts are listed on page 2.
Dr H Gerlinger, Dr D Kurz, and D Schech became directors on 1 April 2001 until their resignations
on 17 December 2001,

V P Assini and J Koetter resigned office on 1 April 2001,
N Brodrick and R J Yoder became directors on 17 December 2001.
The directers had no interests in the share capital of the company or fellow group companies.

Auditors

Delgitte & Touche were appointed to fill a casual vacancy during the year.

Clifton Road By order of the Board
Cambridge m oo
CB1 3QH A ‘,"3 .
K M Phillips
Company Secretary
30 October 2002
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Independent Auditors” Report to the members of LEC Electron Microscopy Ltd

We have audited the statutory accounts of LEC Electron Microscopy Limited for the six month pericd ended 30
September 2001 which comprise the profit and loss account, the balance sheet, and the related notes 1 to 23
These statutory accounts have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors

As described in the Statement of Directors' Responsibilities, the company’s directors are responsible for the
preparation of the statutory accounts in accordance with applicable United Kingdom law and accounting

standards. Cur responsibility is to audit the statutory accounts in accordance with relevant legal and regulatory
requirements, and United Kingdom auditing standards.

We report 0 you cur opinion as to whether the statutory accounts give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report if, in our opinion, the directors” report is
not consistent with the statutory accounts, if the company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and transactions with the company and other related parties is not disclosed.

We read the directors’ report and the other information contained in the annuat report for the period and consider
the implications for our report if we become aware of any apparent misstatements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounis and disclosures in the
statutory accounts, It also includes an agsessment of the significant estimates and judgements made by the
directors in the preparation of the statutory accounts and of whether the accounting policies are apprepriate to the
circumstances of the company, consistently applied and adequately disclosed

We planned and performed our audit sa as to obtain all the information and explanations which we considered
necessary in order 1o provide us with sufficient evidence 1o give reasonable assurance that the statutory accounts
are free from material misstatement, whether caused by fraud or other irregutarity or errer. In forming our opinion,
we also evaluated the overall adequacy of the presentation of inforrmation in the statutory accounts.

Opinion

In our opinion the statutcry accounts give a true and fair view ¢f the state of affairs of the company as at 30

September 2001 and of the profit for the six months then ended and have been properly prepared in accordance
with the Companies Act 1985,

Deda Tl & Tononee

Deloitte & Touche
Chartered Accountants and Registered Auditors
Cambridge

30 Qeteber 2002
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Profit and Loss Account

Turnover
Operating costs

Operating Profit

Income from shares in group undertakings

Profit on ordinary activities before taxation and interest
Net interest payable

Profit {Loss) on ordinary activities hefore taxation

Tax on profit {loss) on ordinary activities

Profit (Loss} on ordinary activities after taxation
Preference dividend payable on non-equity shares

Retained profit (loss) for the period

All amounts relate fo continuing activities,

Notes

19

There were no gains or losses recognised in either periad other than the prafit or loss for that period.

The accompanying notes form an integral part of this profit and loss account.
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Six menth  Year ended 31

period ended March 2001
30 Seplember
2001

£000 £000

9,007 15,830

{7.188) {15,464}

1,818 366

312 -

2,130 366

{146} (501)

1,984 {135)

(491} 19

1,493 {(116)

- (150}

1,493 (266)




Balance Sheet

Fixed assets
Tangible assets
Investments

Current assets

Stocks

Debtors due within one year
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current assels {liabilities)

Total assets less current liabitities

Capital and reserves

Called-up share capital

Share prermium account

Profit and loss account

Preference dividend reserve

Shareholders’ funds

Shareholders’ funds may be analysed as:

Equity interests
Non-equity inferests

The statutery accounts,

Director Q(‘{ A./

30 Qctober 2002

Notes

The accompanying notes form ar: integral part of this balance sheet,

LEO ELECTRON MICROSCOPY LIMITED

"
12

17
19
19
18

30 September 31 March 2001
2001
£000 £'000
302 371
2,263 2,263
2,565 2,634
2,807 1,945
5923 7.926
2,488 1,235
11,018 11,106
©,921 11,158
1,097 (52)
3,662 2,582
2.700 2,700
1,670 1,670
(708} (2,613)
- 825
3,662 2,582
1,162 (743)
2,800 3,325
3,662 2,582

pages 6 to 19 were approved by the board of directors on 30 October 2002 and signed on its behaif by:




Notes to the Accounts
30 September 2001

1  Accounting policies

The principal accounting pelicies are summarised below. They have all been applied consistently
throughout the period and the preceding year.

a) Basis of accounting

The accounts are prepared under the historical cost convention and in accordance with applicable
accounting standards.

b) Basis of consolidation

The Company has taken advantage of the exemption offered in Financial Reparting Standard No. 2 "Accounting
for Subsidiary Undertakings” not to consalidate the results of its two subsidiary companies. The company itself is
a wholly-owned subsidiary undertaking and its immediate parent undertaking is incorporated in Germany (thus

established under the law of a member state of the European Community). The company also complies with the

conditions set out in section 228(2) of the Companies Act, which provides exemption for parent companies that
are included in accounts of a larger group.

¢) Tumover

Turngver represents amounts receivable for goods and services pravided in the normal course of business,
net of trade discounts, VAT and sales-related taxes. Sales of goods are recognised as at the date of

shipment. Service related sales are recognised when the related work is performed or, in the case of
term contracts, evenly over the life of such term contracts.

d) Tangible fixed assets

Tangible fixed assets are stated at cast net of depreciation and any provision for impairment.
Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost of each
asset evenly over its expected useful life, as follows:

Piant and equipment 3-10 years
Mator vehicles 4-5 years
Fixtures and fittings 4-10 years

Mo valug is ascribed to patents, frademarks, know-how and printed gircuit artwork,

s) Government grants

Government grants are treated as deferred income and are credited to the profit and loss account as
the related expenditure is incurred.

f} Stocks

Stocks are stated at the lower of cost and estimated net realisable value. Paris and components

are stated at cost on a first in, first out, basis. In the case of finished goods and work in progress, cost
includes direct materials and labour plus an appropriate proportion of manufacturing cverheads. Provision
is made for obsolets, slow-moving or defective ifems where appropriate.

g} Cash Flow Statement

The Company has 1aken advantage of the exemption offered in Financial Reporting Standard No.1 (Revised)
*Cash Flow Statements," not to present a cash flow statement because it is a wholly owned subsidiary
undertaking where the ultimate parent company produces consolidated accounts that are publicly available.
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Notes to the Accounts (continued)

1 Accounting policies (continued)
h) Instaliation, warranty and customer training costs

Estirnated future costs of installation, warranty and custormer training which are anticipated to arise
on instrument system sales are charged to the profit and loss account as the revenues on the related

instrument system sales are recognised.

i) Research and development

Expenditure on research and development is written off as incurred.

J) Taxation

Corporation tax payable is provided on taxable profits at the current rate. Provision is made for deferred
taxation, using the liability method, on all timing differences to the extent that they are expected to

reverse in the future without being replaced, calculated at the taxation rate at which it is anticipated the
timing differences will reverse.

k) Foreign currencies

Transactions of UK companies denominated in foreign cusrencies are translated into sterling at the rates
ruling at the dates of transactions. Amounts receivable and payable in foreign currencies at the balance
sheet date are translated at the rules ruling at that date. Al exchange differences thus arising are
reported in the profit and loss account.

/) Leases
Rentals paid under cperating leases are charged to the profit and loss account on a straightdine basis
aver the period of the lease.

m)} Pension costs

Pension costs are charged to the profit and toss account 50 as e spread the cost of pensions over the
employees’ working lives within the company. Bifferences between the amounts charged to the profit and
loss account and the amounts funded are treated as either provisions or prepayments in the balance
sheet, The company does not provide any other post-retirement benefits.

n) Investments

Fixed asset investments are stated at cost less any provision for impairment.
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Notes to the Accounts {continued}

2 Turngver

All the company’s turnover derives from the company's principal activity.,

Disclosure of the analysis of turnover between geographic markets is not given in these accounts as. in
the opinion of the directors, it would be seriously prejudicial to the inferests of the company.

3 Operating costs

Six menth  Year ended 31
period ended March 2001

30 September
2001
£'g00 £'000
Change in stocks of finished goods and work in progress (4,188) {7.212)
Purchase of raw materials, parts, components and consumables (429) (893)
Staff costs
- wages and salaries (1,138) {2,253)
- social security costs ) (122) (251)
- other pension costs {105} (203)
Depreciation of owned tangible fixed assets 80} (200)
{6,060) (11,012}
Operating lease rentals
- rental of land and buildings {2) 4
- hire of plant and equipment [W)] (3}
- olher operating leases (38) {72)
Auditors’ remuneration for audit services (28) (30
Amount written off invesiments - {3,238)
Gther apsrating charges (1,066) {1,108)
Gain on foreign currency translation 6 -
(1,129) (4,452)
(7.129) (15,484)

Na remuneration was made to the auditors in respect of non-audit services for the company (year to 31 March 2001: £29,625.)
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Notes to the Accounts (continued)

4 Directors’ emaluments

There are no directors’ emoluments during the period (year to 31 March 2001: nil).
No directors were members of pension schemes during the period (year to 31 March 2001: nil).

5 Staff numbers

The average maenthly number of persans emplayed by the company, including executive directars,

was as follows:

Production

Marketing and selling
Service and spares
Research and development
Administration

6 Net interest payable

Interest payable
- Loans from shareholders
- Other

Bank interest receivable

Met interest payable

11
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Sixmonth  Year ended 31

period ended March 2001
30 September
2001

Number Number

31 30

2 2

29 29

17 17

8 8

87 86

Six month  Year ended 34

period ended March 2001
30 September
20019

£'000 £'000

151 436

16 41

187 527

(21} (26)

146 501




Notes to the Accounts (continued)

T Tax on profit {loss) on ordinary activities

Adjustment in respect of prior years

Corporation Tax

8 Preference dividend payable on noh-equity shares

Preference dividend accrued at 8n per preference share

At 31 March 2091, 66 months of outstanding preference dividends amounting to £825,004) were in
arrears due to the previcus adverse balance on the profit and loss account of the company
(2000: 54 months amounting to £675,000). On 1 April 2001, the directors resolved fo declare the

payment of a preferential dividend on the preference shares amounting to £625,000. This covered the
full amount of accumulated but unpald dividends arising on the preference shares as of 31 March 2001.

The preference shareholder, Carl Zeiss BV waived its right to receive the first preferential
dividend payment of £412,500 so as to retain the profits in the company. On 1 April 2001 the
directors resolved to accept this waiver of dividend (see note 19.)

9 Tangible assets

Cost

At 1 April 2001
Additions
Disposals

At 30 September 2001
Depreciation

At 1 April 2001
Charge for the period
Disposals

At 30 September 2001

Net book value
At 30 September 2001

At 31 March 2001

12

Plant and Fixtures &
Equipment Fittings
£:000 £:000

971 78

14 -

(62) -

023 78

B37 41

72 2

(60) -

649 50

274 28

334 37

LEQO ELECTRON MICROSCOPY LIMITED

Sixmonth  Year ended 31

period ended March 2001
30 September
2001

£'00¢ £'000

- 19

(4a1) -

{491) 19

Six month  Year ended 31

period ended March 2001
30 September
2001

£'000 £'000

- 150

Total

£'000

1,049

14

(62}

1,001

678

81

(60)

699

302

37




Notes to the Accounts (continued)

10 Fixed asset investments

Cost

At 1 April 2001

Disposals

At 30 September 2001
Provision for impairment
Al 1 April 2001

Disposals

At 30 September 2001

Net book value
At 30 September 2001

At 31 tarch 2001

The subsidiary undertakings at 30 September 2001 were:

Country of registration

Name of company {or incorporation) and operation Holding
LEO Electron Microscopy In¢ USA Common stock
LEO Microscopie Electronique SARL France Shares

The nature of the business of both subsidiary undertakings was the same as the principal activity of the group.
On 10 July 2001 the Company sold its entire 100% interest in LECQ Elekironenmikroskopie GmbH for £1.

11 Stocks

Parts and components
Wark in progress
Finished goods

13
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30 Seplember

Subsidiary
undertakings
£000

5,501
(3,238)

2,263

3,238
(3,238)

2,263

2,263

Shareholding
Percentage

100%
100%

31 March 2001

2001
£'000 £000
1,791 1.441
671 283
145 521
2,607 1,945




Notes to the Accounts (continued)

12 Debtors due within one year

Trade debtors

Amounts cwed by subsidiary undertakings
Olner debiors

Prepayments and accrued income

13 Creditors: Amounts falling due within one year

Payments received on account
Subordinated loan notes

Short-term loans {rom shareholders
Trade creditors

Amounts owed 1o subsidiary undertakings
Corporation tax

Taxation ang social security

Other creditors

Accruals and deferred income

14
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30 September 31 March 2001
2001
£100 £000
2,930 2,372
2,467 5,008
452 400
64 146
5,923 7,826
30 Septemnber 31 March 2001
2001
£'000 £:000
149 176
- 1,176
4 287 3,563
799 1,191
1,815 2,878
487 .
157 77
12 3
2,115 2,004
9,921 11,168




Notes to the Accounts {continued)

14 Shareholders’ subordinated loan notes

The shareholders’ subordinated loan notes comprised unsecured subordinated loan notes which were
repayable by instalments over a period within five years. These ncles were issued as consideration for
businesses acquired. The loan notes were denominated in sterling, German marks, US dollars and French

francs (sterling only for the company) and bore interest at a rate determined in arrears of 2.5% over LIBOR
for each of the respective currencies. Amounts fall due as follows:

Within ane year

Total amount payable

An analysis of the movements in loan note balances is as follows:

Brought forward
Repayment of loan notes

Carried forward
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T

30 September 31 March 2001
2001

£'000 £000

- 1,176

- 1,176

30 September 31 March 2001
2001

£'000 £'000

1,176 1,961

{1,1786) (785)

¢} 1,176




Notes to the Accounts {continued)

15 Pensions

Qver the period 1 April 2001 to 30 September 2001, the Company operated the following pension

schemes in the UK:

LEO GPP
The LEQ Pension Scheme

The LEQ Pension Scheme is a defined benefit scheme. The scheme is closed to new entrants.

A full actuarial valuation was carried out as at 1 April 1999 and updated to 3¢ September 2001
by a qualified independent actuary.

The major financial assumptions used by the actuary were:

30 September 2001
Disgrunt rate 6,00%
Rate of increase in salaries 4.00%
Rate of increase of pensions in payment 250%
Inflaticn assumption 2.50%

The assets in the scheme and the expected rate of return at 30 September 2001 were:

Long term rate of return
expected at: 30 September

2001 30 September 2001

£'000

Equities 7.40% 5,781
Bonds 5.50% 1,359
Cash 4.75% 362
30 September 2001

£000

Total fair value of assets 7,602
Present value of Scheme liabilities 8,552
Deficit in Scheme (1,050)
Related deferred tax liability -
Net Pension Liability {1,050}

16
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Notes to the Accounts {continued)

16 Deferred taxation

At 30 September 2001, there are no potential liabilities in respect of deferred taxation although the
company had brought forward trading losses, available for offset against future taxable profits.

17 Called-up share capital

The authorised, allotted, called-up and fully paid share capital of the company was:

30 September 31 March 2001

2001
£'000 £000
100,000 ‘A’ ordinary shares of £1 each 100 100
100,000 ‘B’ ordinary shares of £1 each 100 100
2,500,000 preference shares of £1 each 2,500 2,500
2,700 2,700

The preference shares carry a cumulative preferential right to dividends at a rate of 6% net of taxation per
annum. They are immediately redeermnable at par, subject to the provisions of the Companies Acts, if, and
only if, all the holders of the preference shares and the company s0 agree. The preference shares carry
na rights to attend ar vote at general meetings of the company.

The ‘A’ ordinary shares and the 'B’ ordinary shares have equal rights {o dividends, but first subject to the
rights of the preference shares. The ‘A’ ardinary shares and the ‘B’ ordinary shares carry rights to appoint

and remove respective ‘A’ and ‘B’ directors, there being no mare than three directors of each class at
any cne time.

Qn a winding-up of the company the preference shares have first priority of distributian of its net assets up
to their aggregate par value plus any accrued dividends. Thereafter any balance is payable rateably
amoengst the holders of the 'A’ and ‘B’ ordinary shares.

On 17 December 2061, the company redesignated the *A’ ordinary shares, 'B" ¢rdinary shares and preference
shares into ordinary shares in the capital of the company to rank in ali respects pan passu.

18 Sale of subsidiary undertaking

On 10 July 2001 the company sold its 100% interest in the ordinary share capital of Leo Elektronemikroskopie
GmbH for consideration of £E1. No profits or losses arose on the sale. The pre-disposal resulls of Leo
Elektronemikroskopie GmbH are not conselidated into these company accounts {see note 1). Cn the same
date, the disposed subsidiary, Leo Elektronemikraskapie GmbH, became the immediate parent campany of Lea
Electron Microscopy Limited (see note 23.)
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Notes to the Accounts (continued)

19 Reserves

At 1 April 2001
Retained profit for the periad

Preference dividend paid
Transfer to profit and loss reserves of waived preference dividend

A1 30 September 2001

Share Profit Preference

Premiurt and loss dividend

account account reserve

Notes £'000 £'000 £000
1,670 (2,613) 825

- 1,493 -

- - (413)

3 - 412 (412)
1,670 (708) -

The Company has adopted the transitional provisions of Financial Reporting Standard 17 {"FRS 17"). Had FRS 17 been implemented

in full during the period, the profit and loss reserve would be as follows:

Profit and loss reserve excluding pension liability
Pension reserve

Profit and loss reserve

20 Reconciliation of movements in shareholders’ funds

Prefit (loss) for the financial year
Preference dividend (paid) accrued
Preference dividend paid

Net increase (decrease} in shareholders’ funds
Sharehelders” funds brought farward

Shareholders’ funds carried forward

Notes

18 LEQ ELECTRON MICROSCOPY LIMITED

T

Six month
period ended
30 September
2001
£'000
(708)
{1,050)
(1,758}

Sixmonth  Year ended 31

period ended March 2001
30 September
2001

£'000 £'000

1,493 (266)

1493 (266)

- 150

{413) -

1,080 (116)

2,582 2,698

3,662 2,582




Notes to the Accounts {continued)

21 Commitments

At 30 September 2001 there were capital commitments as follows:

30 September 31 March 2001
£000 £000

Contracted but not provided for 21 19

Al 31 Seplernber 2001 there weie annuab cormmitments under operating leases which expire as follows:

30 September 31 March 2001

£'000 £000
Land and buildings
- within one year 125 -
- in one fo five years - 11
Other assels
- within one vear 16 7
- in one to five years 39 57
180 178

22 Related party transactions

As a wholly owned subsidiary underiaking of Carl-Zeiss-Stiftung GmbH, the company has taken advantage of the exemption in Financial
Reporting Standard No. 8, "Related party disclosures”, from disclosing transactions with other members of the group headed by Carl-Zeiss-

Stiftung GmbH, the company's ultimate parent undertaking.
There were no transactions with other related parties in the period.

23 Ultimate controlling party

The Company's immediate parent underiaking is Leo Elektronemikroskopie GmbH, a company incorporated in Germany. The Company's
uitimate parent undertaking is Carl-Zeiss-Stiftung GmbH which is also incorparated in Germany. Copies of the accounts of Leo
Elektronemikroskopie GmbH are available from D-73447, Oberkochen, Germany. Copies of the accounts of Carl-Zeiss-Stiftung are
available from Carl-Zeiss-Strasse 22, 73447 Oberkochen, Germany.
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